Department of the Treasury

District Director
2 Cupania Circle
Monterey Park, CA 91755-7406

Date: Enployer Identification
Number:
Case Number:
|

Persan to Contact:

'I‘ele% Number :

Refer Reply To:

Dear Applicant:

We have cansidered your application for exemption from Federal income
tax as an organization described in section 501(c) (6) of the Intermal Revenue
Code of 1986.

FACTS:

The information submitted discloses that you vere formed as an

unincorporated association urder w
“ The Thard article o . Atticles of

Asscciation states that "Said association is orge d to insr re =
business builders to passionately pur. The 2

The activities of EIIEIEENSERNED Gny anp
as provided in your Form 1024 and supplement .ion are as
follows:

@ vill organize and conduct meetings on the eilland QP
“of each month. The meeting on the NS vill be on product
training. The focus is an the nutritional benefits of

products and how the products can enhance the quality of life for
both humans and animals. The meeting on QR is on business
building and will focus on how to improve and expand an independent NEENER

business.

2: QR vill cocperate with NP o
provide all the necessary logistics in providing super seminar events for the

purpose of greatly improving cne's 1ndepende.nt_ Six to
eight events will be held in a year.

3: In cocperation with

PR Gy Gy

@iv>-c GEEY @GP i1l lerd its support in both contribution and

effort to these camunity and humanitarian minded organizations based on(l§
. “our vision is to make cur (NG procucts




available to everyane and to create a generation of leaders, guided by a
glckal vision of health, envirammental integrity, economic abundance, and
incredible quality of life for everyone."

The membership requirement of (Ul is that one must be an active
in good standing and must have ohtained the level of
or higher.

The sources of financial support for (NP are
event registration fees, membership dues and camission on donated materials
sold at events.

ISSUE:

Does the orga~i. ‘tion qualify for exemption as an organization
described in section 501(c) (6} of the Internal Reverme Code of 19862

LAW:

Section 501(c) (6) of the Internal Reverme Code provides for the
exemption of business leagues, chambers of commer . real estate boards,
boards of trade, and professional football leagues; (whether or not
administering a pension fund for football players), which are Not organized

for profit and no part of the net earnings of which imures to the benefit of
any private shareholder or individual.

Section 1.501(c) (6) of the Income Tax Regulations define a business
league as an association of persons (the term "Persans" includes legal
entities such as trust and corporations) having a camon business interest,
whose purpose is to prowte the camon business interest and not to engage in
a regular business of any kind ordinarily carried on for profit. Its
activities are directed to the improvement of business conditions of cne or

more lines of business rather tlan the performance of particular services for
individual persons. :

In Naticnal Muffler Dealers Association, Inc. V. United States, 440

U.S. 472, Ct. D. 1997, 1979-1 C.B. 198 (1979), the United States Supreme Court
held that an organization of muffler dealers franchised by Midas Intermaticnal
Corporation does not qualify for exemption from federal income tax as a
business league under section 501(c) (6) of the Code. The court held that
Midas Muffler franchisees do not constitute a "line of business" and that the
organization was not a "business league" within the meaning of Section

501(c) (6) . The court concluded that exemption under section 501 (c) (6) is not
available to aid cne group in competition with another within an industry.

The term "line of business" has been interpreted to mean an entire
industry, see Americar Plywood Association v. United States, 267 F. Supp. 830
(W.D. Wash. 1967); and National Leather & Shoe Finders Associaticn V.




Comissioner, 9 T.C. 121 (1947), acq., 1947-2 C.B. 3, or all carponents of an
industry within a geographic area, see Camissioner v, Chicago Graphic Art
Federation, Inc. 128 F.2d 424 (7th Cir. 1942); and Washington State Aoples,
Inc. v. Commissioner, 46 B.T.A. 64 (1942), acqg., 1542-1C.B.17.

Organizations who have failed to meet the line of business test but
were found to serve only a "segment of a line" include grouns carposed of
businesses that have licenses to a single patented product (Revermie Ruling
58-294, 1958-1 C.B. 244); market a certain make of autamcbile (Reverme Ruling
C7-77, 1967-1 C.B. 138); bottle cne type of soft drink (Reverue Ruling 68-182,

1968-1 C.B. 263) or users of conputers made by one manufacturer (Reverue
Ruling 83-164, 1983-2 C.B. 95).

ANALYSIS AND QONCLUSION:

Based on the above cited laws, a business league is an organizaticn
which is not organized for profit and no part of the net eamings of which
imures to the benefit of any private shareholder or individual. Furthermore,
its activities are directed to the improvement of business carditions of one
or more lines of business. The "lin. of business" is interpreted to mean an
entire industry or all conponents of an industry within a geographic area.
Accordingly, an organization carposed of individuals fram ane mamufacturer or
distributors of a specific brand does not meet the “line of business"
requirement and is not exempt under Section 501 (c) (6).

Membership of your organization is restricted to SN
G o1 C the activities of your organization are directed toward
Since QP Goes not constitute the
entire industry or all carponents of an industry within a geographic area,
your organization is not for the improvement of a "line of business". By
failing to meet the "line of business" requirement of a business league, yau
are not exenpt under section 501(c) (6) of the Internal Reverme Code of 1986.

Accordingly, you are not entitled to exemption from Federal incone tax
as an organization described in section 501(c) (3) of the Code. You are
required to file incame tax returns, Form 1120, U.S. Corporate Incame Tax
Returmn, anmually with your respective Service Center.

You have the right to protest this ruling if you believe that it is
incorrect. To protest, you should submit a statement of your views. with a
full explanation of your reasoning. This statement, signed by ane of your
officers, must be submitted within 30 days fraom he date of this letter. You
also have the right to a conference in this office after your sratement is
submitted. You must request this conference, if you want cne, when you file
your protest statement. If you are to be represented by sameane who is not
ane of your officers, that person will need to file a proper power of attomey
and otherwise qualify under Conference and Practices Requirements.

If you do not protest this proposed ruling in a timely manner, it will
be considered by the Intermal Reverme Service as a failure to exhaust
available administrative remedies. Section 7428 (b) (2) of the Code provides,

in part, that a declaratory judgement or decree under this section shall not




be issued in any proczeding unless the Tax Court, the Claims Court, or the
District Court of the United States for the District of Columbia determines
that the organization involved has exhausted administrative remedies available
to it within the Intermal Reveme Service.

Ifwedomthearfranymwithin30days, this ruling will become
final and copies will be forwarded to your Key District Director. Thereafter,
if you have any questions concerning reporting requirements, please contact
your District Director.

Sincerely Yaurs,

Steven A. Jensen
District Director

Enclosures: Form 6018
Publicatian 892




